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INTRODUCTION
elisting refers to the loss of the trading eligibility of a listed company's marketable securities and the cancellation of a qualified listing. Generally, delisting happens under the authority of a stock exchange. When a serious management problem occurs (e.g., bankruptcy) and investors incur losses, or when there is a risk of undermining the order of the stock market, the stock exchange will delist a company that meets the delisting criteria in order to protect investors, unless the reason for delisting is resolved during a certain grace period. Alternatively, a company may voluntarily delist itself through the public purchase of treasury stock.
Many unlisted companies undertake an initial public offering (IPO) to obtain funding without debt by issuing shares, despite the complicated conditions and procedures of IPOs. Although IPOs are convenient for capital financing, one major disadvantage is that shares become dispersed. As a company owned solely by the largest stockholder comes to be owned jointly by general stockholders, the company's management process may become more difficult. Consequently, a company that has grown beyond a certain level after listing will often want to delist voluntarily to enhance management efficiency.
Additionally, a company with a foreign investor as its largest stockholder may delist itself to resume listing in another overseas stock market where it can be valued properly. According to the Korea Exchange, for example, between December 2011 and December 2014, the stock market rose by 105% in Japan and 33.6% in China, while the increase was only 5.3% in South Korea; thus, long-lasting stock market recession is the main reason that foreign funds have left the Korean stock market.
To protect investors, securities regulations generally prevent entrepreneurial ventures from entering the stock market (Carpentier and Suret, 2010) . Accordingly, listing a company can be a time-and resource-intensive process. Delisting can be just as demanding, especially voluntarily delisting, because a company's largest shareholder and senior management cannot simply choose to delist at will. The largest shareholder must first purchase a majority of the shares through a tender offer. Because the tender offer price is usually set at a premium compared with the market's stock price, delisting is thus expensive. 1 Nonetheless, firms do sometimes choose to voluntarily delist.
Some firms decide to delist within three to five years of listing. One company even delisted after a single year. 2 Recent press reports suggest that an increasing number of firms delist because of decision-making difficulties caused by shareholder influence, which outweigh the benefits of being a public company (e.g., ease of financing and enhancement of corporate credit). For example, Dell Inc. delisted in 2013 and regained its entrepreneurial spirit. After the company went private, the board consisted of only three members, including the founder, Michael Dell, which Third, the largest shareholder must promise investors who have not accepted the tender offer that they will be given an opportunity to sell their shares within a certain period after delisting. The largest shareholder must also ensure that the other conditions of the tender offer are consistent with public interest and investor protection requirements, which usually means that minority shareholders who wish to sell their shares after delisting (usually within a period of six months) must be permitted to sell them to the largest shareholder at the tender offer price. These rules protect minority shareholders and ensure that firms fulfill their responsibilities, even after delisting. As the aforementioned regulations suggest, delisting can occur only after strict criteria are met; consequently, the largest shareholder and senior management cannot act unilaterally, and delisting can be as time-and resource-intensive as going public.
Voluntary Delisting Status
Between 1996 and 2012, 49 firms voluntarily delisted from the KOSPI and KOSDAQ Exchanges. Of the 49 firms that voluntarily delisted between 1996 and 2012, seven (14.28%) were financial institutions and 42 (85.72%) were nonfinancial institutions. Of the 14 firms that voluntarily delisted from the KOSPI Exchange, four were financial institutions and 10 were nonfinancial institutions. Of the 35 firms that voluntarily delisted from the KOSDAQ Exchange, three were financial institutions, and 32 were nonfinancial institutions. Thus, 71.43% of voluntarily delisted firms were from the KOSDAQ Exchange, suggesting that KOSPI-listed firms, which tend to be larger and more financially stable, are more cautious about their decisions to voluntarily delist. 17 (35%) firms of the 49 firms were delisted within three years of going public, all of which had been listed on the KOSDAQ. Of the 32 nonfinancial KOSDAQ firms, 70% (22 firms) delisted within five years of going public. The process of listing and delisting within a short timeframe is costly, not only for the company, but for society. By contrast, 71% (10) of the 14 firms that delisted from the KOSPI Exchange had been public for longer than 10 years.
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LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT
Literature on Delisted Firms
The literature on voluntary delisting can be classified into three main periods. The literature of the 1980s focused on the effects of voluntary delisting on shareholder wealth and profits. In the 1990s, the literature mainly analyzed the financial attributes of voluntarily delisting firms. Then, in 2002, after the adoption of the Sarbanes-Oxley Act (SOX) in the United States, the costs of being listed significantly increased, and the literature began to focus on the specific reasons behind the steep increase in the number of voluntarily delisting firms (United States House of Representatives, 2002) . DeAngelo et al. (1984) analyzed 72 firms that voluntarily delisted between 1973 and 1980 to assess the effect of delisting on shareholder wealth. Their results showed that voluntary delisting ultimately increased company profitability by reducing maintenance costs and enabling management to make faster business decisions. However, DeAngelo et al. (1984) also suggested that voluntary delisting treated minority shareholders unfairly by forcing them out of the investor pool. Lehn and Poulsen (1989) argued that voluntary delisting resolves the free cash flow agency problem and that firms with a high level of undistributed cash flow are more likely to go private. This phenomenon is more prevalent in firms in which management possesses a low share of equity. Rao et al. (1995) analyzed 118 firms that voluntarily delisted between 1984 and 1988 to determine their common attributes. They suggested that if earnings attributable to shareholders are in the form of potential cash, such as market value or growth potential, firms will likely maintain their listed status. However, if earnings attributable to shareholders are closer to actual cash, such as dividends, firms will likely go private. Halpern et al. (1999) analyzed 126 firms that voluntarily delisted between 1981 and 1985 by separating them into two categories based on whether the management equity share was high or low, determining whether there were any differences in the leveraged buyout (LBO) method. The results revealed a significant difference between the two groups in terms of the LBO motive and transaction method. Where management had a high (low) equity share, leverage exceeded (were below) debt capabilities.
During 2001 and 2002, major corporate accounting scandals (e.g., Enron, WorldCom, and Tyco) had a significant effect on investor confidence in financial reporting integrity. Congress passed SOX on July 25, 2002 to help restore public trust (Chang et al., 2012) . The number of voluntarily delisting firms has increased since SOX, and various studies have tried to determine the reason. Morgenstern et al. (2004) analyzed post-SOX voluntary delisting from a theoretical perspective. Their research showed that the number of firms voluntarily delisting from the US stock exchange increased by 30% during the 16-month periods before and after SOX, primarily among firms with undervalued share prices relative to firm value. Marosi and Massoud (2007) found that firms with fewer valuable growth opportunities, greater insider ownership, and lower market momentum were more likely to go private. Moreover, they determined that an increase in audit fees due to SOX was the key trigger for the increase in voluntary delisting. Leuz et al. (2008) found that, after SOX, many firms went private due to agency problems, distress, and increased compliance costs. However, their findings suggested that insider interests also influence the decision to go private, and at least for some firms, cost savings are not the only consideration. For example, firms with weaker governance and outside monitoring, larger accruals, and larger free cash flows are more likely to go private.
In the UK institutional setting, Pour and Lasfer (2013) investigated the determinants and consequences of voluntary delisting. They focused on the effects of leverage on the delisting decision and showed that firms unable to raise additional equity capital were more likely to opt for voluntary delisting. However, they had insufficient data to determine what happened to those firms after they went private.
The literature on delisting in Korea is limited to studies of compulsory delisting. The regulations imposed by financial authorities are crucial for maintaining the integrity of the capital market (Hwang et al., 2014) . The Korea Exchange implemented a substantial review system for delisting from the KOSDAQ Exchange in February 2009 and strengthened its delisting policy. Park and Jee (2010) argued that the introduction of this review system significantly reduced earnings management by listed firms, thereby increasing the transparency of accounting information and restoring market confidence. KOSDAQ Listed Companies Association (2010) adopted a different approach and analyzed the insolvency patterns of compulsorily delisted firms using financial ratios. Additionally, Hwang et al. (2014) verified that nonfinancial information can be a good leading indicator for delisting. They argued that a delisting model using nonfinancial information is meaningful because it can provide diverse stakeholders with early warning signals that predict.
The media have mentioned various reasons for delisting. Some firms voluntarily delist to prevent intervention by minority shareholders and financial authorities, to increase dividends, and to maximize parent-company earnings. Other firms have been known to hand over major shareholdings and then announce tender offers to accelerate the managerial decision-making process. Additionally, several firms have chosen to delist because of undervaluation in the stock market and the resulting difficulties in raising capital through public offerings. This research empirically analyzes the attributes of voluntarily delisting firms and investigates how such firms have changed since going private.
Hypothesis Development
The most commonly mentioned reason for voluntary delisting is the undervaluation of shares. If management believes that the true value of a company exceeds the market value, they may decide to delist voluntarily. Marois and Massoud (2007) argue that a company's potential growth options can be measured by q-ratio. They claim that there are two options that a company with a high q-ratio can take. First, it may wish to stay public to raise further financing in the market for obtaining additional business opportunities in the future. Another option is that a company may wish to take it private in order to enjoy the implied growth options resulted from a high q-ratio.
In the Korean stock market, however, firms might not voluntarily delist to improve their value. According to the Financial Supervisory Service, Kyung Nam Energy Co., Ltd began the process of delisting through the public purchase of treasury stocks in 2014 and resumed the process in 2015. Kyung Nam Energy Co., Ltd embarked on the public purchase of treasury stocks of 15.4 million shares in February 2014, but only 8.0 million shares (51.80%) responded to the purchase, so the company was unable to meet the requirement of purchasing 95% of the total stocks it had issued, and it thus failed to delist. Additionally, Busan City Gas Co. Ltd proceeded with a public purchase for delisting at the end of 2013 despite its previous failure to delist. Daesung Energy Co. Ltd also considered voluntarily delisting in 2004. In November 2012, Ko-won Energy Service Co., Ltd voluntarily left the stock market after a public purchase. These companies, which run their businesses based on franchises, have explained that the cost of listing (including delays in management decision-making and obligation to make public announcements) was the reason that they applied for delisting, rather than merely an effect of listing.
High-growth firms go private so that their largest shareholders can take advantage of good performance. Thus, this study proposes the following hypothesis.
Hypothesis 1:
Firms with higher growth prospects are more likely to delist voluntarily.
Listed firms have numerous stakeholders including regulatory authorities, shareholders, creditors, management, and employees. To delist voluntarily, firms must reach an agreement with these various stakeholders, particularly with minority stakeholders who tend to have no voice during the voluntary delisting process. Voluntarily delisting firms resolve any conflicts of interest with minority shareholders through tender offers. Therefore, if the largest shareholder ratio is already high, fewer shares must be acquired, resulting in a lower financial burden during the voluntary delisting process.
Moreover, if the shareholding ratio of the largest shareholder is already high, raising capital externally through a public offering becomes less meaningful. Maintaining a listed status also becomes redundant, because few shares are being traded in the markets, resulting in inefficient price formation. If outstanding shares do not meet certain monthly trade volume requirements, firms could be forced to delist. In the KOSPI Exchange, compulsory delisting occurs if the average monthly trading volume of a firm for two consecutive six-month periods is less than 1% of the outstanding shares. In the KOSDAQ Exchange, compulsory delisting occurs when the average monthly trading volume for two consecutive three-month periods is less than 1% of the outstanding shares. Consequently, if the shareholding ratio of the largest shareholder is too high, a firm could be compulsorily delisted because of low share-trading activity. In this context, firms might delist voluntarily to prevent compulsory delisting. Accordingly, this research proposes the following hypothesis.
Hypothesis 2:
Firms with a high largest shareholder ratio are more likely to voluntarily delist than firms with a low largest shareholder ratio.
The growth of a company has a positive relationship with liquidity. Firms with high growth prospects tend to have higher liquidity and better cash flow (Kim and Cho, 1996) . If a company with large cash reserves and high liquidity is undervalued in the stock market, it is likely to use internal cash reserves rather than obtain financing through the stock market. Because of the maintenance fees required to remain listed, it may be better for such a company to delist. Accordingly, firms with high liquidity are more likely to voluntarily delist than those with low liquidity. The Clute Institute This situation can be considered from another perspective. For a company to delist voluntarily, the largest shareholder must acquire the outstanding shares, typically at a premium. In this context, Jeong and Ha (2006) found that a tender offer results in a positive excess return. In other words, a firm seeking to delist voluntarily must have sufficient capital and liquidity to pay more than the market price to acquire shares through a tender offer. 5 Such a firm must have sufficient current assets for a rapid conversion into cash. With this in mind, Lehn and Poulsen (1989) analyzed 263 voluntarily delisted firms between 1980 and 1989 and showed a positive relationship between free cash flow and voluntary delisting. In other words, without sufficient liquidity, firms are unable to easily decide whether to go private. Thus, regardless of one's perspective, voluntary delisting requires cash and liquidity. Accordingly, the following hypothesis is proposed.
Hypothesis 3.
Liquid firms are more likely than other firms to delist voluntarily.
The most representative major industries in South Korea are high-tech industries such as electronics and chemistry. 6 The number of continuously listed companies in high-tech industries is about 1.4 times the number of those in other industries. Companies included in the representative major industries in South Korea are preferred by investors, and it is very likely that their stock prices have been formed fairly. Thus, it is easier for companies in high-tech industries to increase and finance capital than for companies in non-high-tech industries. Therefore, it can be assumed that industries with a high capital demand, such as electronics and chemistry, would not decide to delist easily.
In addition, companies in high-tech industries experience greater uncertainty about their future business performance than those in other industries as well as a wider variety of risks, which should be shared with investors . The motivation to remain listed and keep up with the high costs for listing may be lower in non-high-tech industries than in high-tech industries. Thus, the following hypothesis is proposed.
Hypothesis 4.
Firms in non-high-tech industries are more likely to delist voluntarily than firms in high-tech industries.
RESEARCH MODEL AND SAMPLE SELECTION
Research Model
This section investigates the attributes of voluntarily delisting firms. These firms were compared with firms that remained listed throughout the sample period to identify any differences. The attribute variables chosen were the shareholding ratio of the largest shareholder (LARGE), growth prospects (PERDM), liquidity (CASSET), and hightech industry (HTIDM).
According to Korean listing regulations, the shareholding ratio of the largest shareholder (LARGE) must exceed 95% if a company wishes to delist voluntarily. Firms that fall short of this ratio must proceed with a tender offer if they wish to delist. The decision to delist voluntarily is easier when the shareholding ratio of the largest shareholder is already high, because there are fewer shares to be acquired.
The price to earnings ratio (PER; price per share/earnings per share) indicates how much of a company's profitability is reflected in the share price (i.e., company value). If the PER is relatively high, the company could be overvalued. Previous studies have mostly used the PER as a proxy for growth (Core et al., 1999; Park et al., 2006) ; however, in this research, the PER was used as a dummy variable because the industry PER varied widely during the 16-year sample period and needed to be controlled for. With reference to , this research also used a dummy variable. Thus, if a company's PER exceeded the relevant industry PER, the variable was assigned a value of one and zero otherwise.
In addition, non-high-tech firms have less motivation to stay listed than high-tech firms, because the former have lower demand for capital. Thus, because non-high-tech firms are more likely to delist voluntarily, a firm's inclusion in a high-tech industry (HTIDM) produces a negative relationship. The following model was formulated with delisting as the dependent variable and the four attribute variables as the variables of interest.
To empirically test the hypotheses, we estimate the following logistic regression model: where DELIST i,t+1 is a dummy variable equal to one if firm i voluntarily delisted in period t +1 and zero otherwise; PERDM i is a dummy variable equal to one if the PER of a firm was higher than the PER of the industry median in period t and zero otherwise; LARGE i,t is the shareholding ratio of the largest shareholder; CASSET i,t is the current ratio (i.e., current assets/current debt); and HTIDM i,t is a dummy variable equal to one if firm i belonged to a high-tech industry in period t and zero otherwise.
This research used the following control variables taken from the literature: leverage (LEV), total asset turnover (TAT), return on assets (ROA), and company size (SIZE). LEV is a key indicator of financial solvency. Much of the literature has focused on the effects of leverage in private and public firms. Rao et al. (1995) found no statistically significant difference in leverage between public and private firms. However, when Halpern et al. (1999) classified firms that went private into two groups based on whether their largest shareholder ratios were high or low, they found that the group with higher ratios used significantly more leverage. In other words, firms with high leverage are more likely to voluntarily delist, resulting in a positive relationship.
TAT is a proxy for activity that indicates how efficiently a company uses its assets; a company with high TAT is more likely to voluntarily delist. ROA is calculated as the ratio of net income to assets. Because net income is the bottom line figure, it accurately reflects a company's profitability. Firms with high ROA are more inclined to go private to take full advantage of profits. Finally, as an adjustment for differences in company size, SIZE was included as the log of total assets in year t (Kang et al., 2013) .
Sample Selection
The subjects of this study were companies that voluntarily delisted from the Korean stock market between 1996 and 2012. The 49 companies applied for voluntary delisting from the KOSPI and KOSDAQ during this period. Listing status data were obtained from the Korea Exchange listing announcement system (http://www.krx.co.kr). Share price and financial data were obtained from KIS-Value and Korea's Corporate Filings Data Analysis, Retrieval, and Transfer system (http://dart.fss.or.kr). Table 1 shows the sample selection process. Of the 49 firms that voluntarily delisted between 1996 and 2002, 34 were chosen after a filtering process. Of the 15 exclusions, seven financial institutions were excluded because they had used a different accounting approach, which compromised their comparability with nonfinancial institutions. Hankuk Fiber Co., Ltd was listed on the KOSDAQ Exchange on July 1, 1996, and delisted less than a year later on November 12, 1996. Because annual financial data were used in this research, Hankuk Fiber Co., Ltd was thus excluded. Three firms with unclear industry classifications and four without obtainable financial data were also excluded. (1) firms in the finance industry, (2) firms without a necessary industry code, and (3) firms without financial data. After the selection procedure, we used a final sample of 65 firm-years for the analysis. Therefore, the full sample consisted of 34 samples of financial data for the year preceding delisting and 31 samples of financial data for the penultimate year before delisting.
The attributes of voluntarily delisted firms were investigated through a comparison of these firms with listed firms. The control sample comprises firms that remained listed in the year that a voluntarily delisted company delisted.
EMPIRICAL ANALYSIS AND RESULTS
Descriptive Statistics, Univariate Analysis, and Correlation Analysis
T-test and Wilcoxon-test analyses were conducted on voluntarily delisted and listed firms to investigate the significant differences in the key variables during the penultimate and ultimate years before delisting. The results are shown in Table 2 . For the growth variable (PERDM), the averages for voluntarily delisted and listed firms in the penultimate year are 0.581 and 0.500, respectively. For the ultimate year, the averages are 0.765 and 0.500, respectively. The average value of the growth variable is higher for voluntarily delisted firms, and there is a larger difference between the two types of firms in the ultimate year. The increase in the average value of PERDM suggests that the growth of voluntarily delisted firms improved compared with that of listed firms in the ultimate year. Thus, PERDM differs little between
The shareholding ratio of the largest shareholder (LARGE) is statistically significantly higher for voluntarily delisted companies than for listed firms in the penultimate and ultimate years before delisting. Specifically, in the penultimate year, LARGE is 0.417 for voluntarily delisted firms and 0.264 for listed firms. As firms preparing for voluntary delisting start acquiring shares, the differences in the shareholding ratio of the largest shareholders are even higher in the ultimate year when LARGE for voluntarily delisted firms is 0.542, almost double its value for listed firms (0.273). 8 Thus, significant differences in LARGE at the 1% level are observed during the penultimate and ultimate years before delisting.
The liquidity variable (CASSET) is higher for voluntarily delisted firms during the penultimate and ultimate years, at 0.510 versus 0.468 and 0.525 versus 0.456, respectively. This shows that the liquidity of voluntarily delisted firms is superior to that of listed firms. The differences are significant at the 5% and 1% significance levels, respectively, for the penultimate and ultimate years before delisting. The high-tech industry variable (HTIDM) is higher for listed firms than for voluntarily delisted firms, as stated in Hypothesis 4. The high-tech industry variable values for voluntarily delisted versus listed firms in the penultimate and ultimate years are 0.387 versus 0.588 and 0.412 versus 0.582, respectively.
Of the control variables -LEV, TAT, ROA, and SIZE -only ROA shows a positive relationship with voluntarily delisted firms in the penultimate year. This suggests that firms with higher profitability chose to delist voluntarily more often than firms with lower profitability.
I analyzed whether any meaningful correlations exist between the different variables and no significant correlations were found since all the correlation coefficients remained below 0.5. Further, a regression analysis of the variance inflation factors (VIF) was also conducted to ensure that no multicollinearity existed between the independent variables and the VIF of the logit regression analysis showed that no multicollinearity existed between the independent variables (Table 3 ).
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Attributes of Voluntarily Delisting Firms: Multivariate Logit Analysis
The results of logistic regression analysis for voluntary delisting are given in Table 3 . The regression coefficients of PERDM (the variable that represents company growth prospects) are 1.042 (Wald X 2 = 10.80) and 2.035 (Wald X 2 = 13.86) for the total period and the ultimate year, respectively. Both coefficients show a positive relationship at the 1% significance level. However, there is no significant relationship in the penultimate year. Thus, firms with higher growth prospects are more likely to delist voluntarily, supporting Hypothesis 1. The results also show that the forecast value of the shareholding ratio of the largest shareholder for voluntary delisting is more significant in the ultimate year than in the penultimate year.
The liquidity variable, CASSET, shows a strong relationship in the same direction as predicted at the 5% and 10% significance levels for the total period and the ultimate year, respectively, supporting Hypothesis 3. However, as with PERDM, there is no significant relationship in the penultimate year.
The high-tech industry variable (HTIDM) shows a strong relationship in the same direction as predicted at the 5% significance level for both the total period and the penultimate year. The actual incidences of voluntary delisting show that non-high-tech firms in the textiles, clothing, construction, and wholesale/retail sectors voluntarily delisted more often than R&D-intensive high-tech firms. This result suggests that the shape of Korea's industrial base has a greater influence on companies' decisions to delist voluntarily than do the commonly mentioned reasons for voluntary delisting such as control of corporate strategy and technical secrets.
Changes to Voluntarily Delisted Firms After Delisting
This analysis has thus far indicated that firms in non-high-tech sectors with greater largest shareholder ratios, growth prospects, and liquidity are more likely to delist voluntarily. This section analyzes how firms change after voluntarily delisting by investigating sample firms that chose to release financial data publicly after voluntarily delisting. Voluntarily delisted firms are then compared and contrasted with listed firms in the same industry. The control sample is chosen using the year of voluntary delisting as the base year; listed firms are selected if they remained listed five years after the base year.
Firms with financial data available for the years since their voluntary delisting can be categorized by their annual postdelisting periods: financial data are available for 28 firms for the first year after their voluntary delisting, 24 for the second year, 21 for the third year, 24 for the fourth year, and 19 for the fifth year. The control sample contains 421 listed firms in the first year, 341 in the second year, 307 in the third year, and 242 in both the fourth and fifth years.
Data available post-delisting-total assets, revenue, and net income-are used for comparisons of management performance. The results are shown in Table 4 . Figure 1 shows the performance ratios of voluntarily delisted firms to listed firms during the five years after delisting. A firm's performance is measured based on total assets, sales, and net income.
Panel A of Table 4 shows that the average total assets of voluntarily delisted firms after their delisting are lower than those of listed firms. For all five years after delisting, voluntarily delisted firms continue to grow at a lower rate relative to listed firms, from 26.2% (KRW 107,000 million for voluntarily delisted firms versus KRW 408,300 million for listed firms) to 16.4% (143,200 versus 870,800) . This finding suggests that the average total assets of voluntarily delisted firms relative to listed firms decrease after delisting and become smaller over time. 10 Regarding revenue, the average sales for voluntarily delisted firms in the first year after delisting was compared with that of listed firms and which are KRW 101,900 million and KRW 365,200 million respectively. Thus, the revenue of voluntarily delisted firms is 27.9% that of listed firms. In the fifth year after delisting, average sales are KRW 115,100 million for voluntarily delisted firms and KRW 807,600 million for listed firms, a ratio of 14.3%. This finding suggests that revenue growth among voluntarily delisted firms decreases each year.
Furthermore, net income growth shows a decreasing trend after companies delist. In the first year after delisting, voluntarily delisted firms have the average net income of KRW 3,759 million, while the average net income for listed firms is KRW 16,780 million. In the fifth year, the net incomes are KRW 6,968 million and KRW 58,210 million, respectively. Hence, the ratio decreases from 22.4% to 12.0%, showing a widening gap in the net income growth rate.
Meanwhile, we can also identify the difference between the two groups in Panel B of Table 4 based on the change in performances of each group for the voluntary delisted firms and the listed firms over the five periods ( Panel B of Table 4 ). The results of the research are as follows. First, firms with higher growth voluntarily delist more frequently. The undervaluation of firm value is often cited as a major reason for voluntary delisting. If a firm is valued below the figure its management believes to be the intrinsic value, management may choose to voluntarily delist. In addition, firms with high growth prospects voluntarily delist to enable the largest shareholders to take full advantage of future growth value.
Second, firms with high largest shareholder ratios voluntarily delist more frequently than those with low largest shareholder ratios, which could be interpreted in two ways. Firms with high largest shareholder ratios are in a better position to acquire the minimum shareholder ratio required under the regulations to apply for voluntary delisting. Because it is less costly for such firms to acquire any remaining shares, it is easier for them to privatize. Another perspective accounts for the influence of the compulsory delisting regulations. Listed firms are required to meet certain minimum trading volumes for their shares each month. If those requirements are not met, the companies are forced to delist. As the shareholding ratio of the largest shareholder increases, the number of shares being traded in the stock market decreases. Minimum trading volumes might not be met because of the low number of outstanding shares. Moreover, in such cases, firms have less need to remain listed because they have less incentive to raise capital through stock markets. Consequently, firms with high largest shareholder ratios have more incentive than other firms to voluntarily delist. This is the key incentive for Korean firms to voluntarily delist.
Third, firms with higher liquidity more frequently delist voluntarily compared with firms with lower liquidity. Because the voluntary delisting process requires significant capital, firms must have sufficient available liquidity. The results of this analysis revealed that voluntarily delisted firms had higher liquidity than listed firms within the same industry.
